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Abstract 
The paper assesses the influence of IFRS adoption on management accounting of Czech unlisted companies under foreign control 
belonging to groups, for which consolidated financial statements in compliance with IFRS are prepared. As these Czech 
subsidiaries prepare their statutory accounts in compliance with Czech GAAP, IFRS are incorporated into management 
accounting in order to optimise reporting system costs for meeting information demands of all interested parties. The paper 
investigates the perception of management on the importance of IFRS for internal decision making. Our results, based on 
questionnaire survey, show that forced IFRS adopters steadily integrate the IFRS principles into management accounting 
subsystem. IFRS influence is derived from the structure of executive compensation schemes constructed by parent companies 
and has impact primarily on the definition of key performance indicators and other financial targets. We find also evidence that 
with increasing number of areas, in which management accounting utilises the IFRS-based measures, the (subjective) perception 
of their importance increases, too. 
© 2016 The Authors. Published by Elsevier Ltd. 
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1. Introduction 
The goal of the paper is to assess the influence of IFRS adoption by Czech unlisted companies on their 
management accounting. We focus on specifics of private companies under foreign control belonging to the groups, 
for which consolidated financial statements in compliance with IFRS are prepared. As these Czech subsidiaries (had 
to) prepare their statutory accounts in compliance with Czech GAAP, we expect that IFRS are somehow 
incorporated into management accounting in order to optimise the structure of their reporting system, meet deadline 
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and minimise costs for meeting increased information demands. The paper investigates the management’s perception 
of the importance of IFRS for internal decision making. More specifically, we presume that with increasing number 
of areas, in which management accounting utilises the IFRS-based measures, the (subjective) perception of their 
importance increases, too. Affirmative evidence on the hypothesis could have two practical implications. Firstly, the 
growing usage of IFRS in management accounting can witness about a deeper integration of financial and 
management accounting in private companies and provide additional evidence to international research focusing 
mainly on listed companies. Secondly, the awareness of IFRS importance in terms of management accounting and 
groups’ information flows may support reporting incentives for producing high-quality financial statements for 
external users, if IFRS are adopted voluntarily in statutory accounts. 
The paper is organised as follows. After the Introduction, the Chapter 2 reviews the relevant literature. With 
reference to the literature review, the Chapter 3 builds up a model of mutual relationship of financial and 
management accounting, focusing on specifics of a transition country after the IFRS adoption. The Chapter 4 
presents selected empirical results from questionnaire survey. The final chapter concludes. 
2. Literature review and hypothesis development 
Since the industrial revolution, accounting systems have been broken into two separate modules – financial and 
management accounting. The distinctive demand for special-purpose information for internal decision-making arose 
already in the middle of the 19th century; the first peak of the evolution of management accounting was reached in 
the 1920’s (Kaplan 1984). Kaplan (1984)’s and Johnson and Kaplan (1987)’s works were the main impetus for the 
modern changes in management accounting through introducing innovative techniques, which aim to help managers 
in their strategically oriented decisions. The progress in information and communication technology has contributed 
to meeting the increasing and ever-changing information requirements of internal users (Ashton, Hopper, and 
Scapens 1991), (Hoque, Mia, and Alam 2001), (Mendoza and Bescos 2001). Dual relationship of financial and 
management accounting (Colwyn Jones and Luther 2005) started to be partially mitigated by an international 
convergence of internal management accounting techniques (Granlund and Lukka 1998), (Ittner and Larcker 2001). 
The managers administrate internal business processes respecting the value creation goal (Abdel-Kader and Luther 
2006). Managers strive for creating value not only for the owners but for a wide group of stakeholders (customers, 
employees, etc.) as well. On this interface, management accounting systems for internal users interface with the 
financial accounting systems for external users. In this context, some authors have started to cope with the terms like 
“integration of financial and management accounting systems” or “the convergence of financial accounting and the 
management accounting” (Hemmer and Labro 2008), (Taipaleenmäki and Ikäheimo 2013), (Weißenberger and 
Angelkort 2011).  
The global economy brings new challenges for preparers of financial statements as their users require 
internationally comparable financial information of high quality. The accounting research addresses mainly the 
economic consequences of mandatory IFRS adoption by listed companies. Major studies are reviewed by 
(Brüggemann et al., 2013). There are also a few papers dealing with the consequences of voluntary IFRS adoption 
by private companies (Francis et al. 2008), (Nobes 2010), (Bassemir 2011), (Matonti and Iuliano 2012), (André, 
Walton, and Yang 2012), (Yang 2014). Some of the recent studies assess also the impact of IFRS on the 
management accounting practices (Colwyn Jones and Luther 2005), (Angelkort, Sandt, and Weißenberger 2008), 
and their integration with financial reporting (Weißenberger and Angelkort 2011) following the changes in key 
financial indicators (Lantto and Sahlström 2009) and internal performance measures (Wu and Zhang 2009) induced 
by the mandatory or voluntary IFRS adoption.  
We aim at extending these studies by focusing on a specific group of IFRS adopters – so-called forced IFRS 
adopters. Forced IFRS adopters are those private companies that (a) are forced to adopt IFRS (following the 
command of a parent company) and simultaneously (b) are not permitted by the regulatory framework of a given 
jurisdiction to apply IFRS in their individual financial statements on voluntary basis. This combination of entity 
specific conditions and regulatory framework complements previous studies on a voluntary adoption of IFRS by 
unlisted companies. However, as IFRS financial statements cannot be published as statutory accounts and the 
decision on the adoption is made by “outsiders” (not by managers of a subsidiary, but by managers of the parent), 
the commonly used term “voluntary adoption” does not describe exactly the institutional background. The term 
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“forced adoption” is used instead of that to denote a situation, when IFRS are adopted alongside with statutory 
financial reporting regime based on local GAAP and other information modules (i.e. management accounting, tax 
accounting). Following the above mentioned findings from previous literature, we expect that the IFRS adoption 
alongside with a statutory system based on local GAAP will lead to a greater integration of financial and 
management accounting. More specifically, we assume that IFRS adopted by the command of the parent company 
will be utilised in internal decision-making, too. We aim at assessing the impact of IFRS on companies’ architecture 
of accounting systems from the point of view of local financial managers, who are in charge to optimise compliance 
costs for more sets of accounting outputs. By aligning the objective extent of IFRS usage with the subjective 
perception of IFRS usefulness for management accounting on a sample of companies from a transition country we 
offer additional evidence on the role of IFRS in the integration of financial and management accounting. The 
research hypothesis is developed as follows.     
RH: With increasing (objective) number of areas, in which management accounting utilises the IFRS based 
measures, the (subjective) perception of the extent of IFRS usage in management accounting increases, too. 
3. Regulatory background 
As noted by Nobes (2010), economic consequences of IFRS adoption cannot be reasonably assessed without 
knowing exactly, which companies are obliged/permit to apply IFRS. The Act on accounting regulates financial 
reporting regimes of Czech companies. For a deeper analysis, the regulatory framework has to be divided into two 
eras – until 2010 and from 2011. The older version of the Act addressed the IFRS regime in three articles, mainly: 
x §23a, article 1 mandated listed companies to prepare their consolidated financial statements in compliance with 
IFRS (the transposition Article 4 of Regulation (EC)); 
x §19, article 9 mandated listed companies to prepare their annual accounts (individual financial statements) in 
compliance with IFRS (the Article 5 option of Regulation (EC)); 
x  §23a, article 2 permitted private companies to prepare their consolidated financial statements in compliance with 
IFRS (the Article 5 option of Regulation (EC)). 
Based on the provisions of the Act on accounting in force until 2010, which had a decisive effect on the 
architecture of management and financial accounting after the EU accession, Czech companies could be classified 
under one of the following scenarios: 
     Table 1. Financial reporting regimes: Scenarios until 2010 
Scenario Annual accounts Consolidated financial statements IFRS adoption 
A Mandatory IFRS Mandatory IFRS Double-mandatory 
B Mandatory Czech GAAP Czech GAAP x IFRS Semi-voluntary 
C Mandatory Czech GAAP Whatever standards Not-allowed 
D Mandatory Czech GAAP xxx Not-allowed 
     Source: Author’s exposition based on the analysis of the Act on accounting  
As far as individual financial statements concern, the Act on accounting did not allow any option regarding 
statutory accounts. Listed companies were required to use IFRS compulsorily (Scenario A); private (unlisted) 
companies had to comply with Czech GAAP (Scenarios B–D). The old version of the Act set up the mandatory 
adoption of IFRS for listed companies in their consolidated statements as required by the Regulation (EC) and in 
individual statements as well (the option offered by the Regulation (EC) and utilised by the Czech Ministry of 
Finance). Voluntary application of IFRS was permitted only in one case – for the consolidated financial statements 
of private companies. However, statutory accounts of all private companies had to be kept in compliance with Czech 
GAAP, even if they opted for the voluntary usage of IFRS for statutory consolidation. The regulatory regime of 
individual financial statements is different to listed companies and therefore we label the companies under Scenario 
B as semi-voluntary adopters.  
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The provision on compulsory application of Czech GAAP in statutory annual reports of private companies has a 
great impact on certain entities under Scenario C. If their parent company prepares the group’s consolidated 
financial statements in compliance with IFRS, these Czech subsidiaries have to maintain two sets of data. Firstly, 
they have to keep their accounts in conformity with Czech GAAP to meet their statutory fillings duty. Secondly, a 
separate set of IFRS based figures has to be processed in order to provide the parent company with necessary inputs 
for the preparation of consolidated statements for the group.  
The firms under Scenario C, which are on a lower level of the consolidated group, are not the IFRS mandatory 
adopters, as they are not listed on stock exchanges. Furthermore, they are not the voluntary IFRS adopters, as they 
had not decided on their own to adopt the IFRS. In fact, the Czech Act on accounting did not permit using the IFRS 
financial statements in their statutory fillings. Finally, they cannot decide not to apply IFRS, as the duty to prepare 
such information is levied by a parent, and the subsidiary cannot avoid this burden. For these reasons, we denote 
companies facing to this combination of the regulatory regime and ownership structure as the forced IFRS adopters. 
As the rationale behind the IFRS adoption is completely different from both mandatory and voluntary adopters, the 
specifics surrounding IFRS adoption by forced adopters should be addressed by accounting research separately. 
Financial reporting, which is governed by the Act on accounting, struggles with a low-quality for external users 
(Žárová and Mejzlík 2009), which could be supported by some empirical evidence in the IFRS pre-adoption period 
(Hellström 2006). The lack of quality in local GAAP results in a substantial number of adjustments, which have to 
be made in the management accounting subsystem in order to obtain information relevant for internal decision-
making. Finally, entities under Scenario C have to cope with the conversion of financial statements based on Czech 
GAAP to statements in compliance with IFRS. The conversion is not a trivial issue (Mejzlík 2006) as a huge number 
of differences between Czech GAAP and IFRS exist (PwC 2013). 
To meet all information requirements, entities are supposed to maintain data on the same aspects of business 
operation, but from many different points of view. Companies are obliged to record and report data for: 
x  statutory purposes (financial accounting based on Czech GAAP or IFRS depending on the company type); 
x local management (management accounting used for internal decision-making); 
x parent company – usually foreign owners (financial accounting for consolidation purposes, usually in compliance 
with the IFRS); 
x  tax purposes (tax accounting based on Czech GAAP).   
To maintain such volume of data is an expensive and time-consuming process. Therefore, the forced adopters try 
to find ways, how to save time and cost by integrating the separate components of accounting system into one 
module. Scenario C companies are internally obliged to report financial results to parent companies. One way, how 
Scenario C companies can optimise the production of accounting information with reasonable costs is to replace the 
traditional module of management accounting (based on Czech GAAP) by information database (based on IFRS) 
kept for consolidation purposes and reporting to parent company. In this context, the IFRS serve as the foundations 
for internal management, decision-making and controlling within Czech forced adopters of IFRS. This tendency has 
an impact on the architecture of financial and management accounting. An integration of both modules occurs as a 
consequence of the effort to lower the cost burden levied by the duty to prepare two sets of financial statements for 
external users. This kind of convergence goes beyond the general process as analysed by Hemmer and Labro (2008) 
or Taipaleenmäki and Ikäheimo (2013), who attribute the integration of financial and management accounting to the 
advancement of ICT mainly. The issue is rather connected with the convergence of demands of internal and external 
users for integrated information covering both financial and non-financial aspects of corporate performance 
(Weißenberger and Angelkort 2011).  
4. Data, results, and discussion 
4.1. Population and sample 
Empirical investigation of the specifics surrounding the IFRS adoption by the forced adopters is complicated, 
because there is no database of IFRS financial statements for Scenario C companies. With reference to the 
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description of the regulatory regime in the previous chapter, all IFRS based documents are processed just for the 
internal purposes (i.e. for consolidation and internal reporting required by parent companies) without being made 
available for public. Secondly, the opportunities for empirical research are substantially restricted as it is not 
impossible to determine which real companies shall be subsumed under the Scenario C. For this purpose, the 
ultimate owner has to be identified and its consolidation regime has to be revealed. The assembling of a complete 
list is thus excluded.  Only rough estimates can be made. Firstly, the Scenario C covers the subsidiaries of 
companies listed on the Prague Stock Exchange. By manual analysis of relevant annual reports, these listed 
companies controlled 334 Czech subsidiaries in total as at the end of 2013. A greater portion of companies under the 
Scenario C belongs to a consolidated group having a foreign parent company. The estimates of such type of 
companies range from 2,000 to 200,000. The first estimate is by the Ministry of Finance, the second is based on the 
data on ownership structure collected and published by the Czech Statistical Office (CSO). In 2013, the CSO 
registered 195,854 Czech companies under foreign control, counting for over 35% of all Czech companies. For 
these companies, the forced adoption of IFRS may be relevant. The estimated theoretical number of entities under 
the Scenario C is significant enough to be addressed by accounting research specifically. 
As a proxy, we use a limit of 51% share on subscribed capital as an indicator of foreign control. Based on this 
criterion, all private Czech companies under foreign control were retrieved from Creditinfo database. We excluded 
the micro- and small entities with volume of sales below CZK50m (i.e. more than €2m). It could be reasonably 
expected that selected companies belong to the Scenario C and they have to prepare two sets of financial statements 
– financial statements according to Czech GAAP for statutory fillings and financial statements in compliance with 
IFRS, US GAAP or other foreign GAAP for consolidation purposes. 
From the population defined above, a sample of 300 companies was randomly selected. In the next step, the 
contacts for representatives responsible for corporate reporting (i.e. chief financial officer, chief accountant, 
economic director, controllers, etc.) were searched for. There were found contacts for 154 companies from the 
sample. These respondents were asked to fill-in an online questionnaire containing data from Czech GAAP and 
IFRS financial statements; financial figures relating to the costs of IFRS reporting and questions about methods of 
financial statements conversion; differences between Czech GAAP and IFRS statements; and questions about the 
usefulness of the IFRS principles for internal decision-making and their role in management accounting. In total, 41 
out of 154 completed questionnaires were received from respondents, i.e. the response rate was 27%. Four received 
questionnaires were excluded, as given companies prepare an additional set of financial statements according to U.S. 
GAAP or other foreign GAAP. Two questionnaires were excluded, as respective companies – despite our 
assumptions – were not subject to consolidation at all.    
4.2. Data description 
The respondents were asked to provide general characteristics of the company. In particular, information on: 
x industry; 
x number of employees; 
x financial figures, such total assets, equity, revenue, and profit & loss (both under Czech GAAP and IFRS). 
The distribution of responses on industries is organised using the CZ-NACE code of the first order (denoted by 
letter). The selection of classification of economic activities was made by respondents based on their main business 
operation. The results are presented in Table 2. 
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Table 2. Descriptive statistics on entities 




Total assets Equity Revenue Profit & loss 
A 1 1 523 3 866 051 668 739 5 683 758 108 536 
B 1 3 464 28 436 782 19 488 797 10 489 481 2 260 595 
C 10 638 3 967 314 1 883 126 4 620 450 203 201 
D 8 417 7 656 803 2 178 671 13 673 391 276 526 
G 4 2 024 5 057 299 2 555 782 10 979 992 353 332 
H 3 212 638 569 343 553 2 628 864 234 983 
J 4 264 4 742 911 3 383 963 2 245 410 85 010 
S 4 1 052 2 211 926 638 265 3 129 968 106 868 
Total 35 820 5 234 133 2 393 167 7 002 084 271 404 
Source: Own survey 
A: Agriculture, forestry and fishing; B: Mining and quarrying; C: Manufacturing; D: electricity, gas, steam and air conditioning supply; 
G: Wholesale and retail trade, repair of motor vehicles and motorcycles; H: Transportation and storage; J: Information and communication; S: 
Other service activities 
4.3. Results and discussion 
The second section of questions aims at assessing the impact of IFRS adoption on the architecture of 
management accounting, cost and benefits of the implementation of IFRS, and methods of conversion of Czech 
GAAP financial statements to IFRS. To address the paper’s research hypothesis, we present results just on two 
relevant questions: 
x Q1: At what extent are the IFRS principles incorporated into your management accounting?  
x Q2: In which areas of management accounting do you use the IFRS based information?    
Table 3. The extent of IFRS usage in management accounting – respondents’ views 
Attitude Number of cases Relative share 
Very low 4 11.4% 
Low 11 31.4% 
Middle 8 22.9% 
High 9 25.7% 
Very high 3 8.6% 
Source: Own survey 
Almost 35% of companies integrate the IFRS based measures in their management accounting at a high or even 
at a very high extent. On the other side, 11.4% of respondents assert that their management accounting is influenced 
by IFRS principles negligibly and 31.4% of companies employ IFRS figures in internal decision-making relatively 
infrequently. The crucial question is what determines the extent of an integration of the IFRS reporting module with 
the management accounting subsystem. This issue is addressed by Q2. 
Q2 concentrates on the areas, in which the IFRS variables are used within internal management. The respondents 
were offered with six spheres of possible utilisation to be marked by Yes/No answer. The answers reveal that KPIs 
are mostly set with reference to IFRS; almost 83% of Scenario C companies are managed using the IFRS based 
measures. Furthermore, these KPIs are consequently employed as a basis for management compensation in over 
than 70% cases. The system of management compensation, which rests on the IFRS figures, can be considered as 
the main driver of wide-spreading use of IFRS in specific fields of management accounting, such as planning, 
budgeting, price and cost calculation and allocations, etc. In addition, some companies stated that they used the 
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IFRS based internal indicators also for other purposes, chiefly in reporting to foreign banks in connection with 
syndicated bank credits provided to their parent companies. 
Table 4. The areas of IFRS usage in management accounting 
Area Number of cases Percentage of companies 
A: Financial targets 29 82.9% 
B: Compensation of executive management 25 71.4% 
C: Bonuses of “ordinary” employees 10 28.6% 
D: Price calculations in contracts with customers 6 17.1% 
E: Budgeting of cost centres 6 17.1% 
F: Cost calculation and allocations of products 5 14.3% 
G: Other usage 2 5.7% 
Source: Own survey 
However, it has to be pointed out that there is a huge discrepancy between the IFRS usage in the first two areas 
and the remaining areas. Compensation scheme is determined by parents, usually without possibility to influence it 
materially by subsidiaries’ management. The compensation is usually based on IFRS results, as this set of 
information is reported to parent companies. In other areas, the local management has a greater discretionary in 
choosing an appropriate tool. There are two possible explanations for this dichotomy popping up from aggregate 
data. Firstly, aggregate financial targets based on IFRS are decomposed to lower levels of management and 
operations, but not being accompanied with corresponding changes in tools of operational and tactical management. 
Secondly, as 70% of companies submit IFRS reporting packages on a monthly basis, the distinction between 
management and financial accounting is not clear-cut and respondents understate the extent of IFRS usage in 
management accounting. This explanation might be supported by findings of Procházka (2012a) showing that 
reporting packages do not distinguish between financial and management accounting reports separately. All 
information is integrated within the same report containing a lot of details. The majority of them are aggregated in 
the preparation of consolidated financial statements by parents; a detailed structure is used for controllership 
purposes  (Angelkort, Sandt, and Weißenberger 2008). Thirdly, the real extent of IFRS usage in management 
accounting might be significantly higher for another reason, which might be hidden under Area A – different 
classification of expenses. An income statement under IFRS is usually presented with classification of expenses by 
their function, but under the Czech GAAP classification of expenses by nature is exclusive in practice.          
Finally, we run a correlation analysis for the perception of IFRS importance by managers and areas of its usage in 
management accounting, including other variables collected to control for other effects. In particular, relations 
across following variables are investigated:    
x Perception is the subjective perception of the extent of IFRS integration into management accounting (Q1 at 
Table 3) 
x Area is an index, capturing the number of management accounting areas, in which particular company applies 
IFRS (the occurrence of each area for each company is weighted by its relative occurrence in the sample based on 
Table 4)    
x Frequency controls for the frequency of IFRS reporting during the year (annually, biannually, quarterly, monthly)   
x Industry†controls for the potential variation among companies because of different industry accounting and 
management practices 
x Size controls for the potential variation among companies due to different size of a companies (log of total 
revenue in thousands CZK is used as a proxy for the size). 
 
 
†As there are disproportions in Table 2 and some industries have too few occurrences, companies were combined into three categories: 
Production (A, B, C); Trade (D, G) and Services (H, J, S). 
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Table 5. Correlation matrix for investigated variables  
 Area (S) Frequency (S)  Industry (S) Size (P)  
Perception 0,81 0,38 0,03 0.25 
 0,000* 0,024** 0,844 0.152 
Area  0,44 -0,01 0.28 
  0,009* 0,942 0.104 
Frequency   -0,31 0.27 
   0,069 0.113 
Industry    0.12 
    0.497 
Source: Own calculations using R 
Table 5 presents correlation coefficients (Pearson’s denoted “P” or Spearman’s denoted “S”) for the variables 
specified above. There is a strong positive correlation between “Perception” and “Area”. On 1% level, a statistically 
significant association between subjective assessment of the importance of the IFRS in management accounting by 
responsible managers and the objective extent of their usage is identified. The IFRS are not viewed as a bothering 
task commanded from the parent company, but they are perceived as a useful tool in internal decision-making. The 
attitude seems to be a general issue by the forced IFRS adopters as neither company size, nor industry affiliation 
were found statistically significant. Frequency of IFRS reporting seems to have a certain effect on the perception of 
the extent of IFRS usage in management accounting. 
The correlation analysis was also run for alternatively defined variables. As a proxy for size, we use also a 
number of employees and log of total assets respectively. The correlations yield comparable results to those 
presented above. In a similar way, the calculation is processed for the variable Area calculated as an unweighted 
sum of management accounting areas, where IFRS are applicable. The signs and statistical (in)significance of 
correlation coefficients remain the same.        
5. Conclusion 
The paper provides certain empirical evidence that IFRS are being really incorporated into the architecture of 
management accounting of the forced IFRS adopters. The main driver for the convergence of financial and 
management accounting is an effort to lower cost burden of maintaining four different sets of accounting 
information (Czech GAAP for statutory fillings; special rules for taxation; IFRS for consolidation and performance 
measurement by the parent company; internal principles of management accounting). First three areas are 
mandatory without possibility to avoid the respective duty; therefore, the only possible sphere, in which the forced 
IFRS adopters may optimise their accounting system structure and obtain cost savings, is management accounting. 
As the IFRS principles are relatively sound compared to Czech GAAP (more oriented on decision-usefulness, not 
influenced by tax issues as stems from the literature review), they are perceived as a proper tool, when building and 
operating the traditional measures of management accounting. This process is also supported by the fact that the 
financial performance of the forced IFRS adopters is evaluated with reference to the KPI based on IFRS, which are 
then transformed to particular areas of management accounting. IFRS based executive compensation schemes, 
which foreign parents establish for the management of Czech subsidiaries, is the chief determinant affecting the 
extent of IFRS usage in management accounting of the Czech forced IFRS adopters. 
The paper contributes to our knowledge of the economic consequences of IFRS adoption by analysing a specific 
group of companies, so called forced IFRS adopters. Further research shall address the situation not only in small 
open economies and transition economies, but in developed countries as well, which may help to reveal the real 
effects behind the adoption (Brüggemann, Hitz, and Sellhorn 2013). The existence of forced IFRS adopters crucially 
depends on the provisions of the local regulatory framework; i.e. whether and at what extent companies are allowed 
for the voluntary adoption of IFRS or not. However, there are also some limitations on the paper’s findings. Firstly, 
the research in this field will always struggle with unavailability of data, which are not publicly available. A 
questionnaire survey (employed by this paper) or interviews might be a solution, although subject to self-selection 
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bias and probable sample restriction, which is also the case of this paper. Secondly, questionnaires are anonymised 
and the qualification of respondents is questionable. This problem has been overcome by sending the questionnaire 
to representatives responsible for corporate reporting.   
Finally, the research hypothesis might be suspicious as self-explanatory. The assumption that a higher number of 
management accounting areas utilising IFRS leads to a stronger perception of the IFRS importance is intuitive. It 
could be stated that analysis just shows, what is evident. However, it has to be stated, that financial reporting in CEE 
countries lacks reporting incentives for producing high-quality financial statements for external users (Procházka 
2012b). Any deficiencies and resistance by subsidiaries to adopt the IFRS as commanded by parents can therefore 
endanger the quality of consolidated financial statements. The awareness of IFRS importance through their 
integration into management accounting of subsidiaries has thus an unintended positive consequence for the 
ensuring the quality of the group’s accounts. In addition, the paper’s findings might be useful for deliberations of 
changes in the regulatory regime by policy makers, when they consider whether to allow or not a broader voluntary 
application of IFRS. Subsidiaries of parents reporting under IFRS might be an example of entities, which would 
profit from the option to voluntarily adopt IFRS in statutory accounts without any negative impact on the general 
public. In fact, this amendment has been approved in Czech Republic effectively from 2011, which leads to the 
suggestion of another direction of future research. Using the terminology of this paper, previous forced IFRS 
adopters may decide (pursuant the Act amendment), whether they become voluntary IFRS adopters. In this context, 
future research investigating the extent of the switch and the determinants, why forced adopters (do not) opt to be 
voluntary adopters, might complement similar evidence from Western countries (Matonti and Iuliano 2012), 
(Guerreiro, Rodrigues, and Craig 2012) for a transition country. 
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